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SUBJECT: PRESIDENT MEETS WITH SENIOR EGYPTIAN BANKERS, 

ISSUES RESTRICTIVE BANKING MEASURE 

1 . PRESIDENT SADAT HELD THREE-HOUR SESSION IN ALEXANDRIA 

ON ECONOMY JULY 10 WITH CABINET MEMBERS AND SENIOR EGYPTIAN 
BANKING OFFICIALS. IN ATTENDANCE WERE VP MOBAREK, PM SALEM, 

DEP PM AND MINWAR/WAR PRODUCTION GAMASSY, MINFINANCE 

ABU ISMAIL AND MINECON SHAFEI, PLUS CENTRAL BANK GOVERNOR 

AND HEADS OF NATIONAL BANK AND OTHER EGYPTIAN COMMERCIAL BANKS. 
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2. ACCORDING PRESS ACCOUNTS, PRESIDENT COMMENTED OPTIMISTICALLY 
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ON FUTURE OF ECONOMY AND NOTED PROGRESS UNDER OPEN-DOOR POLICY. 
HE ACKNOWLEDGED ECONOMIC CONDITIONS DETERIORATED TO LOW 
POINT IN EARLY 1970'S, BUT SAID OCTOBER 1973 VICTORIES 
RESULTED IN TOTAL TRANSFORMATION OF SITUATION. PRESIDENT 
PLACED PRIORITY ON EGYPT’S EFFORTS TO IMPROVE BALANCE OF 
PAYMENTS DEFICIT, CALLING ALSO FOR DEVELOPMENT ON CAIRO 
AS FINANCIAL CENTER AND GIVING ADDED ATTENTION TO OIL 
EXPLORATION, SUEZ CANAL IMPROVEMENTS AND GREATER FOOD 
PRODUCTION. 

3. BANKING REPRESENTATIVES REPORTEDLY REVIEWED PROGRESS 
AND PROBLEMS IN THEIR SECTOR. DECISION WAS THEN TAKEN 

TO LIMIT PUBLIC SECTOR TRANSACTIONS TO EGYPTIAN BANKS FOR 
TWO YEARS, AFTER WHICH TIME JOINT VENTURE BANKS COULD 
ENTER PICTURE. SADAT STATED, ACCORDING TO PRESS, 

THAT PUBLIC SECTOR WILL REMAIN CENTRAL FOCUS OF ECONOMY BUT 
PRIVATE SECTOR WILL BE STRENGTHENED IN ORDER PLAY FULL ROLE 
IN DEVELOPMENT UNDER FIVE-YEAR PLAN. 

4. COMMENT: JOINT VENTURE BANKS SUCH AS CHASE NATIONAL 
AND AMERICAN EXPRESS' EGYPTIAN AMERICAN TECHNICALLY ARE, 

OF COURSE, EGYPTIAN COMMERCIAL BANKS, HAVING AS THEY DO 
MINORITY NON-EGYPTIAN PARTICIPATION. WE ARE UNALBLE TO 
DETERMINE AT THIS POINT WHETHER ANNOUNCED DECISION TO EXCLUDE 
THEM TEMPORARILY FROM PUBLIC SECTOR BANK DEALINGS WILL HAVE 
SIGNIFICANT PRACTICAL EFFECT ON THEIR PROJECTED OPERATIONS, BUT 
ONE U.S. BANKING CONTACT (CHASE NATIONAL) INITIALLY HAS 
EXPRESSED TO US STRONG DISAPPOINTMENT AND CONCERN ABOUT 
FUTURE EXPANSION. MEASURE APPARENTLY IS IN RESPONSE TO OLD- 
LINE EGYPTIAN BANKS' DISQUIET OVER ENTRY OF AGRESSIVE US- 
MANAGED INSTITUTIONS INTO LOCAL FINANCIAL SCENE. IF 
IMPLEMENTED, IT WILL BE CLEARLY UNHELPFUL MOVE ON INVESTMENT 
FRONT. 
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